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(b) Restriction on auditor preparing in-
direct cost proposals. An auditor who 
prepares the indirect cost proposal or 
cost allocation plan may not also be se-
lected to perform the audit required by 
this part when the indirect costs recov-
ered by the auditee during the prior 
year exceeded $1 million. This restric-
tion applies to the base year used in 
the preparation of the indirect cost 
proposal or cost allocation plan and 
any subsequent years in which the re-
sulting indirect cost agreement or cost 
allocation plan is used to recover costs. 
To minimize any disruption in existing 
contracts for audit services, this para-
graph applies to audits of fiscal years 
beginning after June 30, 1998. 

(c) Use of Federal auditors. Federal 
auditors may perform all or part of the 
work required under this part if they 
comply fully with the requirements of 
this part. 

[64 FR 14541, Mar. 25, 1999, as amended at 72 
FR 37105, July 9, 2007] 

§ 99.310 Financial statements. 
(a) Financial statements. The auditee 

shall prepare financial statements that 
reflect its financial position, results of 
operations or changes in net assets, 
and, where appropriate, cash flows for 
the fiscal year audited. The financial 
statements shall be for the same orga-
nizational unit and fiscal year that is 
chosen to meet the requirements of 
this part. However, organization-wide 
financial statements may also include 
departments, agencies, and other orga-
nizational units that have separate au-
dits in accordance with § 99.500(a) and 
prepare separate financial statements. 

(b) Schedule of expenditures of Federal 
awards. The auditee shall also prepare 
a schedule of expenditures of Federal 
awards for the period covered by the 
auditee’s financial statements. While 
not required, the auditee may choose 
to provide information requested by 
Federal awarding agencies and pass- 
through entities to make the schedule 
easier to use. For example, when a Fed-
eral program has multiple award years, 
the auditee may list the amount of 
Federal awards expended for each 
award year separately. At a minimum, 
the schedule shall: 

(1) List individual Federal programs 
by Federal agency. For Federal pro-

grams included in a cluster of pro-
grams, list individual Federal pro-
grams within a cluster of programs. 
For R&D, total Federal awards ex-
pended shall be shown either by indi-
vidual award or by Federal agency and 
major subdivision within the Federal 
agency. For example, the National In-
stitutes of Health is a major subdivi-
sion in the Department of Health and 
Human Services. 

(2) For Federal awards received as a 
subrecipient, the name of the pass- 
through entity and identifying number 
assigned by the pass-through entity 
shall be included. 

(3) Provide total Federal awards ex-
pended for each individual Federal pro-
gram and the CFDA number or other 
identifying number when the CFDA in-
formation is not available. 

(4) Include notes that describe the 
significant accounting policies used in 
preparing the schedule. 

(5) To the extent practical, pass- 
through entities should identify in the 
schedule the total amount provided to 
subrecipients from each Federal pro-
gram. 

(6) Include, in either the schedule or 
a note to the schedule, the value of the 
Federal awards expended in the form of 
non-cash assistance, the amount of in-
surance in effect during the year, and 
loans or loan guarantees outstanding 
at year end. While not required, it is 
preferable to present this information 
in the schedule. 

§ 99.315 Audit findings follow-up. 
(a) General. The auditee is responsible 

for follow-up and corrective action on 
all audit findings. As part of this re-
sponsibility, the auditee shall prepare 
a summary schedule of prior audit find-
ings. The auditee shall also prepare a 
corrective action plan for current year 
audit findings. The summary schedule 
of prior audit findings and the correc-
tive action plan shall include the ref-
erence numbers the auditor assigns to 
audit findings under § 99.510(c). Since 
the summary schedule may include 
audit findings from multiple years, it 
shall include the fiscal year in which 
the finding initially occurred. 

(b) Summary schedule of prior audit 
findings. The summary schedule of 
prior audit findings shall report the 
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status of all audit findings included in 
the prior audit’s schedule of findings 
and questioned costs relative to Fed-
eral awards. The summary schedule 
shall also include audit findings re-
ported in the prior audit’s summary 
schedule of prior audit findings except 
audit findings listed as corrected in ac-
cordance with paragraph (b)(1) of this 
section, or no longer valid or not war-
ranting further action in accordance 
with paragraph (b)(4) of this section. 

(1) When audit findings were fully 
corrected, the summary schedule need 
only list the audit findings and state 
that corrective action was taken. 

(2) When audit findings were not cor-
rected or were only partially corrected, 
the summary schedule shall describe 
the planned corrective action as well as 
any partial corrective action taken. 

(3) When corrective action taken is 
significantly different from corrective 
action previously reported in a correc-
tive action plan or in the Federal agen-
cy’s or pass-through entity’s manage-
ment decision, the summary schedule 
shall provide an explanation. 

(4) When the auditee believes the 
audit findings are no longer valid or do 
not warrant further action, the reasons 
for this position shall be described in 
the summary schedule. A valid reason 
for considering an audit finding as not 
warranting further action is that all of 
the following have occurred: 

(i) Two years have passed since the 
audit report in which the finding oc-
curred was submitted to the Federal 
clearinghouse; 

(ii) The Federal agency or pass- 
through entity is not currently fol-
lowing up with the auditee on the audit 
finding; and 

(iii) A management decision was not 
issued. 

(c) Corrective action plan. At the com-
pletion of the audit, the auditee shall 
prepare a corrective action plan to ad-
dress each audit finding included in the 
current year auditor’s reports. The cor-
rective action plan shall provide the 
name(s) of the contact person(s) re-
sponsible for corrective action, the cor-
rective action planned, and the antici-
pated completion date. If the auditee 
does not agree with the audit findings 
or believes corrective action is not re-
quired, then the corrective action plan 

shall include an explanation and spe-
cific reasons. 

§ 99.320 Report submission. 
(a) General. The audit shall be com-

pleted and the data collection form de-
scribed in paragraph (b) of this section 
and reporting package described in 
paragraph (c) of this section shall be 
submitted within the earlier of 30 days 
after receipt of the auditor’s report(s), 
or nine months after the end of the 
audit period, unless a longer period is 
agreed to in advance by the cognizant 
or oversight agency for audit. (How-
ever, for fiscal years beginning on or 
before June 30, 1998, the audit shall be 
completed and the data collection form 
and reporting package shall be sub-
mitted within the earlier of 30 days 
after receipt of the auditor’s report(s), 
or 13 months after the end of the audit 
period.) Unless restricted by law or reg-
ulation, the auditee shall make copies 
available for public inspection. 

(b) Data collection. (1) The auditee 
shall submit a data collection form 
which states whether the audit was 
completed in accordance with this part 
and provides information about the 
auditee, its Federal programs, and the 
results of the audit. The form shall be 
approved by OMB, available from the 
Federal clearinghouse designated by 
OMB, and include data elements simi-
lar to those presented in this para-
graph. A senior level representative of 
the auditee (e.g., State controller, di-
rector of finance, chief executive offi-
cer, or chief financial officer) shall sign 
a statement to be included as part of 
the form certifying that: the auditee 
complied with the requirements of this 
part, the form was prepared in accord-
ance with this part (and the instruc-
tions accompanying the form), and the 
information included in the form, in its 
entirety, are accurate and complete. 

(2) The data collection form shall in-
clude the following data elements: 

(i) The type of report the auditor 
issued on the financial statements of 
the auditee (i.e., unqualified opinion, 
qualified opinion, adverse opinion, or 
disclaimer of opinion). 

(ii) Where applicable, a statement 
that reportable conditions in internal 
control were disclosed by the audit of 
the financial statements and whether 
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